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THIS  IS  THE  ORAL  HISTORY  RESEARCH  OFFICE  OF  MEMPHIS  STATE 
UNIVERSITY.   THIS  PROJECT  IS  "AN  ORAL  HISTORY  OF  THE  TENNESSEE 
VALLEY  AUTHORITY."   THE  PLACE  IS  CHATTANOOGA,  TENNESSEE.   THE 
DATE  IS  NOVEMBER  24,  1970,  AND  THE  INTERVIEW  IS  WITH  MR.  PAUL  I. 
FAHEY,  FORMERLY  WITH  THE  TENNESSEE  VALLEY  AUTHORITY.   THE 
INTERVIEW  IS  BY  DR.  CHARLES  W.  CRAWFORD,  DIRECTOR  OF  THE  MEMPHIS 
STATE  UNIVERSITY  ORAL  HISTORY  RESEARCH  OFFICE,  AND  WAS  TRANSCRIBED 
BY  MRS.  BRENDA  P.  MEIER. 

CRAWFORD:    Mr.  Fahey,  we'll  conduct  this  as  you  like,  but  I 

suggest  we  start  by  summing  up  your  early  life  and 
experience  before  you  joined  TVA,  if  you  would  like,  starting 
perhaps  with  when  and  where  you  were  born  and  going  through  your 
education  and  early  experience. 

FAHEY:       I  was  born  in  Defiance,  Ohio,  in  the  northwestern 
corner  of  the  state,  on  the  first  of  August,  1899. 
I  attended  parochial  school  and  the  city  high  school,  graduating 
in  1916.   That  ended  my  formal  education  other  than  an  extensive 
amount  of  reading  and  some  extension  work.   All  of  my  working 
life  prior  to  joining  TVA  was  with  the  construction  industry. 
My  work  carried  me  as  far  east  as  northern  New  York  and  as  far 
west  as  Wyoming,  south  into  Virginia  and  Alabama.   I  was  employed 
by  a  contractor  building  the  lock  for  what  is  now  Wheeler  Dam  at 


the  time  TVA  was  formed.   That  accounted  for  my  interest  in  TVA 
because  TVA  had  employed  a  number  of  people  I  had  previously 
worked  with.   I  became  interested  in  joining  TVA  and  finally 
made  application,  and  went  to  work  in  January  of  '35.   I  don't 
know  whether  this  is  relevant  or  not,  but  I  wasn't  at  the 
beginning  very  much  interested  in  going  to  work  for  TVA  because 
TVA,  to  me,  was  just  another  government  organization  and  I  had 
had  an  unfortunate  three-month's  employment  with  the  Corps  of 
Engineers .   But  these  chaps  who  came  to  work  for  TVA  and  with 
whom  I  have  been  previously  associated,  assured  me  that  it  was 
just  like  working  for  another  contractor,  and  that  was  what 
persuaded  me  finally  to  apply  for  a  job,  and  I  found  that  what 
they  had  told  me  was  true. 

CRAWFORD:    We'll  go  ahead  with  your  work  with  TVA  in  a  moment, 

Mr.  Fahey,  but  let  me  ask  a  few  questions  about 
this  before  we  proceed  further.   How  did  you  first  learn  about 
TVA? 

FAHEY:       Well,  the  newspapers,  of  course,  were  full  of  TVA 

and,  as  I  said,  I  was  employed  on  the  construction 
of  Wheeler  Lock  there  in  north  Alabama,  and  the  people  in  the 
tri-cities  area — Florence,  Sheffield  and  Tuscumbia — they  were 
expecting  another  boom  and  were  very  much  disappointed  when 
TVA,  through  Dr.  Morgan,  just  clamped  down  on  real  estate 


speculation,  and  he  wasn't  the  most  popular  person,  locally, 
for  a  while.   The  tri-cities  was  in  particularly  bad  shape 
because  of  the  depression.   There  were  a  good  many  people  who 
were  able  to  find  employment  on  the  construction  of  Wheeler 
Dam  and  in  the  renovation  of  the  operation  of  the  nitrate  plant. 

CRAWFORD:    Well,  you  were  concerned  that  TVA  might  turn  out  to 

be  just  another  government  agency.   Were  you  surprised  . 
with  what  you  found  when  you  did  go  to  work  for  TVA? 

FAHEY:       Of  course,  TVA  at  the  start,  from  what  I  read  about 

it,  seemed  like  a  combination  of  a  great  sociological 
experiment  and  a  relief  organization.   Of  course,  at  that  time 
they  had  the  PWA  /Public  Works  Administration/  and  the  WPA  /Works 
Progress  Administration/  and  the  CWA  /Civil  Works  Administration/ 
and  the  CCC  /Civilian  Conservation  Corps/  and  all  these  other 
relief  organizations,  and  TVA  was  just  another  alphabetical 
combination  to  provide  employment  for  people  out  of  work,  part 
of  Roosevelt's  New  Dean. 

CRAWFORD:    What  was  the  source  of  your  first  information  about 
TVA? 

FAHEY:       Well,  now,  do  you  mean  the  very  first  knowledge  I 
had  of  TVA  or  the  very  first  real  knowledge  I  had 


of  TVA? 

CRAWFORD:    Well,  both. 

FAHEY:       There  is  a  difference.   As  I  said  earlier,  the  first 

knowledge  that  I  had  of  TVA  was  reading  about  it  in 
the  newspaper--the  passage  of  the  Act.   I  came  to  Florence  with 
this  contractor;  I  was  employed  by  them  on  work  in  northern 
Illinois  and  finished  that  job  and  came  to  Wheeler  Lock,  or 
Lock  Number  3  as  it  was  then  known  by  the  Corps  of  Engineers,  in 
March  of  1933,  several  months  before  the  TVA  Act  was  passed.   So 
immediately  after  the  Act  was  passed,  the  local  newspapers  were 
full  of  it,  but  it  was  not  until  some  time  later--I  think  early 
in  1934  or  very  late  in  1933 — that  TVA  started  work  on  what  is 
now  Wheeler  Dam  and  that  was  when  my  first  real  acquaintanceship 
started  with  TVA.   Bill  Hall  was  there  as  the  Construction 
Engineer,  and  he  was  an  old  United  Engineers  and  Construction 
(UEC)  man.   Steve  Wooten  was  there  as  the  Chief  Clerk,  as  they 
called  them  in  those  days—Project  Accountant  in  later  days — 
another  UEC  man.   Penn  Laws  was  there;  Joe  Gilbert  was  there; 
Buckey  Brown  was  there.   There  were  others — fellows  that  I  had 
worked  with  with  United  Engineers  and  Constructors,  with  J.  G. 
White  Engineering  Corporation.   In  fact,  Steve  Wooten  and 
Buckey  Brown  and  myself  had  worked  for  J.  G.  White  Engineering 
Corporation  on  what  is  now  known  as  the  Wilson  Dam  Steam  Plant 


in  the  earlier  days.   And  it  was  then,  from  those  fellows,  that  I 
began  to  find  out  something  of  what  TVA  really  was.   Of  course, 
I  would  get  letters  from  friends  scattered  around  the  country 
saying,  "Well,  electricity  must  be  awfully  cheap  in  Florence," 
and  that  was  about  the  only  thing  that  a  lot  of  folks,  at  a 
distance  from  the  TVA  area,  knew  about  TVA--that  it  was  going 
to  give  the  people  cheap  electricity.   And  in  my  mind  that  was 
a  little  unfortunate  because,  even  today  TVA  is  thought  of  in 
so  many  areas  as  purely  another  electric  utility  instead  of  the 
regional  development  organization  that  it  is. 

CRAWFORD:    When  did  you  become  aware  of  the  regional  develop- 
ment aspects  of  TVA? 


FAHEY 


It  was  actually  after  I  went  to  work  for  TVA. 


CRAWFORD:    Did  you  go  to  work  in  the  Muscle  Shoals  area  or 
at  Knoxville? 


FAHEY:       I  went  to  work  for  TVA  on  what  is  now  Pickwick  Dam, 
which  is  a  downstream  project;  there's  Wheeler  and 
Wilson  and  then  Pickwick.   I  went  there  as,  it  was  in  those  days 
called  the  Chief  Clerk,  and  then  later  called  Project  Accountant 
and  had  charge  of  administrative  services,  fiscal  and  cost 
accounting,  cost  engineering,  time  keeping  and  payrolls,  ware- 


housing,  office  services. 


CRAWFORD:    And  that  was  in  January  of  '35? 


FAHEY : 


Yes,  sir. 


CRAWFORD:    Was  the  job  underway  when  you  went  to  Pickwick? 

FAHEY:       No,  exploration  was  still  going  on  and  it  was 

several  weeks  or  a  month  maybe  later  that  actual 
construction  was  started,  and  the  start  of  construction  was  the 
building  of  temporary  buildings  for  offices  and  warehouses.   Soon 
thereafter  they  started  construction  of  the  camp  and  the  first 
cofferdam. 

CRAWFORD:    What  other  people  did  you  work  with  primarily  at 
Pickwick?   Did  you  have  a  Chief  Project  Engineer? 


FAHEY:       In  those  days  they  had  the  so-called  Engineering 

and  Construction  Division,  and  there  was  a  divided 
responsibility  on  the  projects  with  a  Construction  Engineer  and 
a  Construction  Superintendent.   It  caused  some  conflicts  and 
not  too  long  after  Pickwick  started  it  became  the  Division  of 
Construction  and  the  projects  were  placed  under  a  single  head 
called  a  Project  Manager.   The  subordinates  to  the  Project 


Manager  were  the  Construction  Engineer  and  the  Construction 
Superintendent.   The  first  Construction  Engineer  was  a  man  by 
the  name  of  Torpen,  who  came  from  California,  and  I  don't  know 
whether  he  had  any  previous  employment  with  TVA,  but  he  was 
not  there  very  long.   The  first  Construction  Superintendent  was 
Lee  Huntley.   He  had  been  superintendent  at  Wheeler,  and  still 
representing  TVA,  he  went  to  Florida  in  connection  with  the 
start  of  the  trans-Florida  canal.  Torpen  was  replaced  by  A.  L. 
Pauls,  who  later  became  the  Project  Manager.   When  he  became 
Project  Manager  a  man  by  the  name  of  Olds  came  in  as  Construction 
Engineer  and  a  chap  by  the  name  of  Walters  was  made  superintendent 
when  Huntley  left.   Walters  had  been  one  of  the  Assistant 
Superintendents .   There  are  very  few  people  today  still  working 
for  TVA  that  I  remember  as  being  at  Pickwick  because  a  good  many 
of  the  people  who  were  at  Pickwick  were  experienced  construction 
people.   They  had  some  age  on  them  and  with  the  passing  of 
thirty-five  years,  some  have  reached  retirement  age  and  some  of 
them  passed  on  into  the  great  beyond. 

CRAWFORD:    Well,  of  course,  that  was  one  of  the  early  TVA 
projects  also — one  of  the  very  early  ones. 

FAHEY:       Yes. 

CRAWFORD:    And  did  you  spend  this  time  at  Pickwick  or  were  you 


still  living  at  tri-cities? 

FAHEY:       Oh,  no,  I  was  at  Pickwick.   The  camp  was  built  and 

we  moved  into  the  camp  in  July  of  '35.   There  is 
one  man  still  with  TVA  who  was  at  Pickwick,  and  that's  Dr. 
Deryberry.   Dr.  Deryberry 's  first  employment  with  TVA  was  at 
Pickwick. 

CRAWFORD:    Where  is  Dr.  Deryberry  now? 

FAHEY:       He's  in  Chattanooga.   For  a  number  of  years  he  had 

the  title  of  Director  of  Health  and  Safety,  but  not 
too  long  ago  there  was  a  change  in  organization  that  divided 
that  division  into  two  new  divisions,  one  dealing  with  the 
health  and  safety  aspect  of  TVA  and  the  other  with  the  environ- 
mental problems.   And  Dr.  Deryberry  has  a  new  title  and  is  in 
charge  of  both  of  those  divisions. 

CRAWFORD:    Is  he  about  ready  for  retirement  now? 

FAHEY:       Oh,  I  would  say  several  years  away. 

CRAWFORD:    What  were  the  living  conditions  at  the  camp  at 
Pickwick  when  you  went  there? 


FAHEY : 


You  mean  at  the  very  start? 


CRAWFORD 


Yes,  sir — July  of  '35. 


FAHEY:      Oh,  in  July  of  '35  there  were  125  houses  for  TVA 

employees.   They  were  modern  homes,  heated  with 
electricity.   We  had  paved  streets.   There  was  a  store  and 
recreation  facilities.   There  were  a  number  of  dormitories,  a 
mess  hall.   The  food  was  never  any  good.   But  for  a  construction 
job,  the  living  conditions  were  good. 

CRAWFORD:    Compared  with  other  construction  camps  you  knew 
about,  you  would  consider  that  good? 


FAHEY : 


The  physical  plant  was  better  than  average;  the  food 
in  the  mess  hall  was  less  than  average. 


CRAWFORD:    What  about  all  the  people  who  were  working  there  in 

the  different  administrative  capacities,  did  they 
work  effectively  together  at  the  Pickwick  project? 


FAHEY:       I  have  said  in  the  past  and  I'll  repeat  it:   I  thought 

we  had  the  best  organization  that  TVA  ever  put  together 
on  the  construction  job,  and  it  was,  I  think,  largely  because 
everybody  who  had  a  job  of  responsibility  had  previously  had  a  job 
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of  equal  or  greater  responsibility.   Nobody  was  working  over 
his  head. 

CRAWFORD:    Did  TVA  give  considerable  attention  to  the  welfare 

and  the  needs  of  the  men  working  there?   I  know 
your  camps  were  sort  of  isolated. 

FAHEY:       Well,  in  those  days  we  had  a  Training  Division  in 

addition  to  a  Personnel  Division,  and  Dr.  Reeves 
had  the  two  of  them.   The  Training  Division  was  concerned  with 
recreation,  education,  and  made  an  effort  to  provide  some 
recreational  facilities,  both  indoor  and  outdoor,  and  they  had 
a  very  respectable  library  there,  and  there  was  a  lighted  soft 
ball  field,  lighted  tennis  courts.   The  equipment  was  supplied 
by  TVA  so  I  would  say  that  TVA  made  a  rather  large  effort  to 
promote  the  welfare  of  their  employees  off  the  job. 

CRAWFORD:    Do  you  remember  who  was  in  charge  of  the  Training 
Division  at  Pickwick? 

FAHEY:       There  was  a  man  by  the  name  of  Ankeny--A-n-k-e-n-y — 

that  I  remember  as  the  first  man,  and  he  was  followed 
by  a  chap  .  .  .   Now,  what  was  his  name? 


CRAWFORD; 


Was  he  from  Tennessee? 
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FAHEY : 


Oh ,  no . 


CRAWFORD:    Was  his  name  Dawson,  perhaps? 

FAHEY:       No,  no.   This  chap  left  TVA  and  went  to  Passamaquoddy . 

His  name  was  Leon  Crowell.   It  was  about  the  end  of 
the  Pickwick  job.   He  was  really  more  successful  than  Ankeny 
because  Ankeny  had  been  accustomed  to  dealing  with  school  children, 
and  this  chap  that  followed  him  was  more  successful  dealing  with 
adults . 

CRAWFORD:    And  you  had  an  adult  situation  there,  of  course. 

FAHEY:       Well,  of  course,  it  was  a  combination  because  TVA 

operated  the  school  there.   There  were  twelve  full 
grades  of  school  and  the  Training  Division  had  the  responsibility 
for  the  school,  but  this  man  Ankeny  seemed  to  be  able  to  do  a 
very  excellent  job  with  the  children  in  the  school.   They  were 
very  fond  of  him  but  he  was  not  so  successful  with  the  adults. 

CRAWFORD:    Was  this  sort  of  attention  to  personnel  needs  unusual 
on  construction  projects? 


FAHEY:       Well,  in  my  experience  it  was.   While  I  had  lived  in 
different  construction  camps--in  fact  had  operated 
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construction  camps — it  had  never  been  the  practice  of  the  contractors 
to  provide  housing  for  married  families,  with  the  possible 
exception  of  three  or  four  like  the  superintendent,  the  top 
engineer,  and  maybe  the  accountant.   And  they  never  had  the 
problem  of  taking  care  of  a  bunch  of  children  that  they  had  at 
Pickwick  and  at  other  TVA  projects.   Many  construction  jobs  with 
contractors  were  in  remote  areas  where  they  had  to  provide  camps . 
The  idea  was  to  get  the  job  finished  as  soon  as  possible,  so  they 
worked  seven  days  a  week  if  it  was  possible,  and  they  didn't 
provide  many  recreational  facilities—maybe  a  place  to  play  poker 
or  shoot  crap,  and  that  was  it. 


CRAWFORD 


Were  your  housing  facilities  adequate  there? 


FAHEY : 


At  Pickwick? 


CRAWFORD : 


Yes. 


FAHEY 


Yes. 


CRAWFORD:    How  long  were  you  there?   When  did  the  Pickwick 
project  end? 


FAHEY:       Well,  I  left  at  the  end  of  January  in  '39.   The 

project  was  nearly  completed  (was  wound  up  during  39) 


' 
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when  I  moved  to  Knoxville  as  the  Construction  Accountant  in  the 
Division  of  Finance,  and  became  responsible  for  the  functional 
supervision  of  all  the  construction  accounting  offices. 

CRAWFORD:   That  was  in  1939.   What  were  your  main  projects 
underway  at  that  time? 

FAHEY:       Yes.   Well,  of  course,  there  was  the  winding  up  of 
Pickwick  and  the  starting  of  Kentucky  Dam.   We  had 
Fontana  to  wind  up;  there  was  Chickamauga  to  wind  up;  Guntersville 
was  active.   I  think  those  were  the  major  activities  at  that  time. 

CRAWFORD:    Did  you  handle  this  work  from  Knoxville  or  did  you 
travel  to  these  sites? 


FAHEY:       Oh,  I  traveled.   I  spent,  oh,  I'd  say,  from  a  third 

to  a  half  of  my  time  in  the  field.   And  then,  of  course, 
in  '40  we  started  what  we  called  the  Hiwassee  Projects;  it  was 
Appalachia,  Chatuge  and  Nottely  and  started  the  additions  to  Wilson 
and  Pickwick.   We  started  the  construction  program  at  the 
fertilizer  works,  and  then  not  very  long  after  that  Watts  Bar, 
followed  by  the  Watts  Bar  Steam  Plant,  so  that  things  got  pretty 
hectic. 

CRAWFORD:    Yes.   Why  couldn't  you  have  managed  more  of  this  from 
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Knoxville?   Why  did  you  have  to  travel  as  Construction 
Accountant  to  the  construction  sites? 

FAHEY:       Well,  I  had  no  staff  at  Knoxville  other  than  a 

secretary,  and  I  visited  these  jobs  to  make  an  on-site 
examination  of  their  work.   The  Construction  Manager,  and  I'm 
using  an  old  contractor's  term--the  Chief  Construction  Engineer, 
as  he  was  called  in  TVA--Mr.  A.  L.  Pauls,  because  of  our 
association  at  Pickwick,  depended  upon  me  also  to  do  some  things 
for  the  Construction  Division  which  I  just  put  together.   Instead 
of  just  being  functionally  responsible  for  the  accounting 
activities  of  these  field  offices,  I  was  in  fact  administratively 
responsible  for  their  work,  which  included  not  only  the  accounting 
but  their  total  function. 


CRAWFORD : 


Your  previous  experience  helped  in  that  work,  didn't  it? 


FAHEY : 


Oh,  yes. 


CRAWFORD:    Did  you  have  many  people  with  the  sort  of  background 
experience  you  did,  in  TVA  at  that  time? 


FAHEY:       I  was  fortunate.   There  was,  of  course,  Oscar  Nystrom, 

who  was  an  old  timer;  and  Gene  Reisdorph  and  George 
Eberle  and  Don  Leitch.   Those  four  had  just  about  the  same  kind  of 
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background  that  I  had.   In  fact,  I  had  worked  with  three  of  them; 
with  two  of  them  I  had  worked  closely  together  and  the  third  one 
we  had  worked  for  the  same  contractor  at  the  same  time,  so  that 
I  had  some  good,  strong  people  to  support  me. 

CRAWFORD:    I'm  sure  that  was  a  help.   What  sort  of  things  did 
you  do  when  you  arrived  at  the  construction  sites? 


FAHEY : 


Well,  it's  a  little  hard  to  describe. 


CRAWFORD:    I  suppose  you  checked  the  accounts — the  books  on  the 
scene,  didn't  you? 


FAHEY:       Well,  no.   We  depended  on  our  field  auditors  to 

check  the  books ,  but  there  were  some  things  you  would 
want  to  look  at.   You  would  want  to  see  how  they  were  doing  these 
things  and  see  whether  they  were  keeping  up  to  date  with  their 
work,  and  you  would  visit  the  payroll  office  and  see  whether  they 
were  doing  what  you  thought  was  the  kind  of  a  job  to  ensure  that 
people  were  being  paid  only  for  the  time  they  worked.   You  would 
visit  the  warehouse  and  determine  the  physical  condition  of  things — 
were  they  keeping  the  place  clean  and  were  they  keeping  unauthorized 
persons  out  of  the  warehouse  and  were  their  yards  orderly,  and  that 
sort  of  thing.   And,  of  course,  people  had  problems  they  wanted 
help  with  and  a  lot  of  your  time  could  be  devoted  to  that,  and  of 
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course,  you  always  had  to  visit  the  Project  Manager  and  listen 
to  him. 

CRAWFORD:    You  had  to  spend  a  good  deal  of  time,  I  suppose, 

just  in  personal  relations  with  the  people  as  well 
as  actually  inspecting,  didn't  you? 


FAHEY : 


Yes,  there  was  a  lot  of  that. 


CRAWFORD:    Did  you  make  these  trips  alone  normally,  or  did  you 
take  assistants  with  you? 

FAHEY:       Well,  I  had  no  assistant  except  for  a  short  period 

in  1941,  and  that  was  because  they  just  had  so 
doggoned  many  jobs  going  on  that  one  person  couldn't  cover  them 
all.   The  trips  were  made  usually  by  myself.   I  would  try  some- 
times to  get  somebody  out  of  the  Finance  Division — I  would  try 
and  get  the  Comptroller  or  the  Assistant  Comptroller  to  go  along 
so  that  they  would  be  aware  of  some  of  these  things  that  were 
going  on,  but  usually  they  were  too  busy  to  go. 


CRAWFORD 


How  long  did  your  trips  usually  take? 


FAHEY : 


When  I  went  out,  it  was  usually  a  week 


CRAWFORD 


You  spent  about  a  week  at  each  construction  site? 
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FAHEY:       Oh,  no.   No,  I  would  cover  a  number  of  jobs.   It  was 
seldom  that  I  would  spend  over  two  days  at  a  job  and 
at  some  of  them  I  would  just  spend  one  day. 


CRAWFORD : 


How  did  you  travel  at  that  time? 


FAHEY : 


Mostly  by  automobile. 


CRAWFORD:    Were  the  roads  adequate?   Could  you  get  around 
easily  enough? 

FAHEY:       Oh,  yes.   Most  of  our  jobs  were  so  located  that  that 
was  the  only  practical  means .   Going  to  the  Kentucky 
project,  sometimes  we  used  to  go  by  train,  and  when  I  traveled 
there  from  Knoxville  I  used  to  go  by  train  to  Nashville  at  night 
and  pick  up  a  car  and  drive  the  rest  of  the  way.   And  then  after 
I  moved  to  Chattanooga,  which  I  did  the  first  of  February,  '42, 
I  used  to  fly  to  Paducah  and  somebody  would  meet  me  there  at  the 
airport.   Well,  now  I'm  getting  ahead  of  myself.   When  I  used  to 
fly  to  Paducah,  that  was  to  go  to  the  Shawnee  Steam  Plant.   After 
I  came  to  Chattanooga,  for  a  while  I  still  continued  to  ride  the 
train,  but  I  would  ride  to  Hopkinsville ,  Kentucky  and  they  would 
meet  me  by  car  there  and  take  me  to  Kentucky  Dam. 


CRAWFORD 


When  you  were  working  as  Construction  Accountant  in 
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the  Division  of  Finance,  did  you  generally  find  things 
operating  the  way  you  wanted  them  to  at  each  construction  site? 

FAHEY:       I  would  say  that  the  major  problem  that  I  had,  and 

fortunately  it  didn't  exist  at  many  places  and  I  was 
able  to  get  it  corrected — sometimes  not  entirely  to  my  satisfaction, 
but  a  degree  of  correction — would  be  in  the  storage  of  materials 
outside  the  warehouse.   And  it  was  because  I  was  unable  to  convince 
some  of  the  construction  people  at  times  that  these  materials  actually 
were  money  and  they  they  should  be  safeguarded.   And  maybe  I  was 
a  little  unreasonable  at  times  in  thinking  of  them  in  terms  of 
dollars  rather  than  thinking  of  them  in  terms  of  materials,  but 
these  were  materials  that  had  to  be  accounted  for,  and  the  only 
way  they  could  be  accounted  for  was  by  having  them  under  the  control 
of  the  storekeeper,  and  that  wasn't  always  the  case. 

CRAWFORD:    Was  warehouse  space  adequate  at  these  sites? 


FAHEY : 


Generally,  yes. 


CRAWFORD:    It  was  just  a  matter  of  using  it  then. 


FAHEY:       Well,  no  it  was  the  yard  space—controlling  access 

to  the  yards  or  providing  fenced  yards.   Those  were 
the  things  that  used  to  bother  me. 
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CRAWFORD:    What  sort  of  problems  did  the  administrators  on 
hand  usually  have  for  you  when  you  arrived? 

FAHEY:       Oh,  it  could  be  interpretation  of  a  new  accounting 

procedure;  it  could  be  a  cost  allocation  problem. 
Sometimes  there  were  personnel  problems;  that  was,  involving 
the  immediate  staff--not  a  problem  with  the  Division  of 
Personnel.   Personnel  problems — they  wanted  to  get  a  raise  for 
somebody;  or  they  didn't  maybe  want  to  get  rid  of  somebody. 
And  they  would  get  near  the  end  of  a  job;  they  would  want  to 
know  are  we  going  to  have  to  reduce  forces  or  would  say,  "Are 
you  going  to  have  jobs  for  so  and  so?"   There  was  always  some 
of  that,  and  of  course,  I  was  sometimes  after  them,  wanting 
them  to  release  people  early  because  I  needed  them  somewhere 
else.   There  was  always  plenty  to  do,  but  it's  just  a  little 
bit  difficult  to  enumerate  these  things. 

CRAWFORD:    What  qualities  did  you  consider  most  important  in 
carrying  out  a  job  such  as  you  had  then? 


FAHEY : 


My  own,  personal  job? 


CRAWFORD:    Yes,  sir. 


FAHEY : 


Knowledge  of  construction. 
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CRAWFORD:    Well,  you  certainly  had  that  before  you  went  to 
work  for  TVA. 

FAHEY:       Well,  I  think  that  I  needed  to  know  how  things  were 

done;  I  needed  to  know  something  about  equipment  and 
its  use.   I  needed  to  know  about  materials  and  their  use.   So 
these  were  things  that  I  had  learned  over  the  years  and  I  added 
to  my  knowledge,  of  course,  while  I  was  with  TVA,  and  the 
accounting  part  of  it  was  to  me  not  the  most  difficult  at  all. 
I  had  to  be  a  little  bit  of  a  psychologist  to  keep  everybody  happy. 
But  I  would  say  that  the  main  thing  was  a  knowledge  of  construction 

CRAWFORD:    Were  you  in  charge  of  purchasing  in  any  way  of  the 
construction  materials  then? 

FAHEY:       No,  the  receipt  for  the  material  after  it  was 

purchased,  and  of  course  its  custody  and  accounting 
for  it,  preparing  vouchers  to  pay  for  it,  but  not  purchasing.   We 
did  originate  some  of  the  requisitions  for  purchases,  but  we  did 
no  actual  purchasing. 

CRAWFORD:    Did  you  have  any  responsibility  for  personnel  at 
these  locations? 


FAHEY : 


No,  the  Division  of  Personnel  maintained  an  office 
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at  each  of  these  projects  in  those  days  and  we 
requisitioned  our  people  from  them,  and  they  would  send  candidates 
to  us  when  we  asked  for  them.   We  made  our  own  selection  but  it 
was  from  people  that  were  certified  by  the  local  personnel  office. 
The  Project  Manager  was  responsible  for  all  of  the  operations  on 
the  project  except  the  Personnel  Officer  who  reported  direct  to 
Knoxville;  the  Medical  Officer  who  reported  direct  to  Chattanooga, 
and  the  Camp  Manager  who  reported  direct  to  Knoxville.   I  think 
those  were  the  only  three  independent  organizations.   Of  course, 
in  the  days  when  we  had  a  training  session  or  Training  Division, 
why  that  reported  direct  to  Knoxville  also. 

CRAWFORD:    How  did  the  people  feel  at  the  project  sites?   Did 

they  feel  they  were  controlled  too  much  from  Knoxville? 
Did  they  want  even  more  supervision  or  were  they  happy  as  it  was? 

FAHEY:      Oh,  no,  because  these  folks  who  were  in  responsible 

positions  of  the  projects — I'm  thinking  largely  of 
those  in  Engineering  and  Construction,  and  those  concerned  with 
the  actual  building  of  the  job--were  used  to  some  direction  from 
a  home  office  someplace,  and  also  to  a  certain  amount  of  super- 
vision by  the  client  or  the  client's  representative.   And  they 
were  also  used  to  not  having  control  over  everybody  on  the  job 
because  in  a  good  many  construction  companies  administrative 
services—the  man  who  is  in  charge  of  administrative  services 
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on  the  job — reported  to  the  home  office  along  with  the  superin- 
tendent or  as  he  is  now  generally  called  the  Project  Manager. 
So  that  there  were  no  conflicts  that  I  know  of  because  of  the 
type  of  organization.   Now  there  were  personal  conflicts,  and 
I  don't  care  what  kind  of  an  organization  you  have,  you're 
always  going  to  have  some  personal  conflicts. 

CRAWFORD:   Did  you  have  part  of  your  work  resolving  these 
personal  conflicts? 


FAHEY 


NO. 


CRAWFORD:   Did  things  operate  more  smoothly  as  time  went  on 

at  Pickwick  and  the  others?   Did  you  get  more  effective 
in  the  organization? 


FAHEY:      It's  a  little  bit  difficult  to  answer  that  question 

because  I  said  a  while  ago  that  I  thought  Pickwick 
was  the  best  construction  job  and  had  the  best  construction 
job  and  had  the  best  construction  organization  that  TVA  ever 
put  together.   Part  of  that  was  due  to  the  fact  that  at  Pickwick, 
before  the  job  got  very  far  along,  they  went  to  this  Project 
Manager  form  of  administration. 

At  Wheeler  they  had  a  Construction  Engineer  and  a 
Construction  Superintendent,  and  there  was  a  certain  amount  of 


23 


conflict  there  all  the  time,  so  I'm  told.   I  wasn't  on  the  job, 
but  people  who  were  there  would  tell  me  these  things.   The  same 
thing  I'm  told  existed  at  Norris.   Well,  that  cause  of  friction 
disappeared  before  Pickwick  was  very  old  and  didn't  exist  in 
the  later  jobs.   But  there  was  always  a  certain  amount  of  personal 
conflict  on  every  job  that  I  know  of  and  it  was  something  that, 
as  far  as  I'm  concerned,  just  cannot  be  avoided  as  long  as  you've 
got  human  people  doing  these  jobs  because  of  their  personal 
characteristics — not  their  job,  but  the  way  they  administer 
their  job — that  caused  these  conflicts.   And  when  they  developed, 
it  was  something  that  quite  often  had  to  be  taken  to  their 
superior  to  get  them  straightened  out.   But  people  would  build 
up  little  empires  or  would  attempt  to  build  up  little  empires 
and  try  to  take  on  to  themselves  a  little  more  power  and 
authority  than  they  actually  had  or  administer  what  they  had  in 
a  poor  way.   I  remember  with  one  of  these  Field  Personnel 
Officers  that  we  had  the  easiest  way  to  hire  the  person  you 
wanted  was  to  ask  him  for  some  folders  and  keep  on  asking  for 
folders  until  you  got  the  one  you  wanted.   Then  make  your 
recommendation  for  employment  and  put  this  man  about  fourth  or 
fifth,  and  this  Personnel  Officer  would  call  up  and  say,  "You 
crazy  so  and  so,  here's  the  best  man  in  the  lot  and  you  put 
him  down  fourth  or  fifth?"   And  then  you'd  say,  "Well,  if  that's 
the  way  you  feel  about  it,  go  ahead  and  hire  him,"  and  that  was 
the  way  with  him  that  you  got  the  man  you  wanted. 
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CRAWFORD : 


But  if  you  put  him  first,  you  didn't  get  him? 


FAHEY:       You  didn't  get  him,  no,  because  he  had  to  exercise 

his  judgment  and  his  judgment  had  to  be  superior 
to  your  judgment. 

CRAWFORD:    Well,  that  was  a  matter  of  psychology  on  the  job, 
wasn't  it — getting  along  with  the  people? 


FAHEY : 


Well,  you  learn  these  things. 


CRAWFORD:    Yes,  you  had  to  learn  a  lot  about  people,  didn't 
you?   You  dealt  with  a  lot  of  different  sorts  of 
people  from  one  job  to  another. 

FAHEY:       There  were  a  lot  of  them,  and  there  were  all  kinds 

of  backgrounds,  from  all  different  parts  of  the 
country — from  the  East  Coast  to  the  West  and  Canada  to  the 
Mexican  Border. 

CRAWFORD:    Did  you  have  any  responsibility  for  labor  relations 
at  these  locations? 


FAHEY : 


No,  sir. 
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CRAWFORD:    How  were  the  relations  with  labor  at  the  construction 
sites? 

FAHEY:       In  the  early  years  they  were  exceptionally  good,  and 
it  was  largely,  I  think,  because  many  of  these  folks 
hadn't  had  a  job  for  a  long  time,  or  if  they  had  had  a  job  it  had 
been  for  such  trifling  wages  that  even  the  pay  scale  of  TVA  which, 
in  '35  when  I  joined  them,  was  not  a  generous  one,  but  it  was  so 
far  better  than  anything  that  these  folks  had  had  in  a  long  time 
that  they  were  grateful,  and  I  mean  just  that--grateful  that  they 
had  a  job  and  there  was  .  .  .   Well,  I  think  they  could  have  been 
abused  and  they  wouldn't  have  resented  it.   They  might  not  even 
have  recognized  the  fact  that  they  were  being  abused,  but  as 
time  went  on  TVA  labor  became  organized — strongly  organized-- 
and  TVA  encouraged  membership  in  labor  organizations.   I  guess 
it  was  about  the  time  of  the  Shawnee  Steam  Plant — and  I'm  trying 
to  remember  when  that  started--I  think  that  was  probably  about 
the  time  that  we  got  into  the  Korean  situation  because  the  Wages 
and  Hour  Board  was  established,  I  think,  during  the  Korean 
situation  and  not  during  World  War  II.   But  we  had  labor  difficulties 
at  Shawnee  and  part  of  it  was  caused  by  anger  at  the  Wages  and 
Hour  Board  for  refusing  to  grant  wage  increased  that  at  least  one 
of  the  unions  thought  they  were  entitled  to  and  part  of  the 
difficulty  was  caused  by  some  of  the  crafts  being  controlled  by 
unions  with  headquarters  located  some  distance  away.   I  think  some 
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of  them  as  far  as  Indianapolis  and  Louisville  and  Saint  Louis, 
but  as  I  recall  it,  the  Shawnee  Steam  Plant  was  where  we  first 
had  anything  that  approached  a  strike,  and  that  was  largely,  I 
think,  between  the  Teamsters — they  were  the  ones  that  were 
unhappy  with  the  acts  of  the  Wages  and  Hour  Board.   After  them 
the  Boiler  Makers--I  don't  know  what  they  were  unhappy  about. 
Then  at  Widow's  Creek,  the  steam  plant  there,  the  machinists 
went  on  strike  for  some  reason,  and  they  established  a  picket 
line.   And  that  was  the  first  time  that  a  picket  line  actually 
was  ever  established  on  a  TVA  jobf  as  I  recall  it.   And  there 
have  been  some  incidents  since  then.   At  the  Paradise  Steam 
Plant  they  had  trouble  with  the  sheet  metal  workers,  and  they 
established  a  picket  line,  but  for  the  amount  of  construction 
that  TVA  has  performed  over  the  37  years,  plus,  now  I  think  a 
fair  statement  would  be  that  they  have  had  very,  very,  very 
little  labor  difficulty. 

CRAWFORD:    I  believe  that's  true,  certainly  up  to  the  present 
time . 

FAHEY:       Yes. 

CRAWFORD:    I  think  TVA  has  been  some  sort  of  a  model  in  relation 

to  labor  in  encouraging  organization,  and  then  in 
getting  along  with  it  well  after  it  did  organize. 
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FAHEY:       Well,  it  made  it  a  whole  lot  easier  for  TVA  to 

operate  the  way  that  labor  was  organized  here  because 
their  operations  extend,  well,  600  miles  almost—from  Memphis  to 
Bristol — and  you  would  have  unions  at  Memphis,  at  Jackson,  at 
Nashville,  at  Chattanooga,  at  Knoxville,  Johnson  City--maybe 
even  at  Bristol  and  it  could  be  possible  that  each  would  have 
a  separate  wage  scale,  negotiated  by  local  bargaining,  but  for 
TVA--the  way  they  bargained — they  bargained  valley-wide  and 
there's  only  one  wage  scale  and  it  applies  not  only  in  Tennessee, 
but  wherever  TVA's  operations  are  in  any  of  the  seven  states. 

CRAWFORD:    And  that  has  been  in  effect  from  the  early  period, 
hasn't  it? 

FAHEY:       Yes. 


THIS  IS  THE  ORAL  HISTORY  RESEARCH  OFFICE  OF  MEMPHIS  STATE 
UNIVERSITY.   THIS  PROJECT  IS  "AN  ORAL  HISTORY  OF  THE  TENNESSEE 
VALLEY  AUTHORITY."   THE  PLACE  IS  CHATTANOOGA,  TENNESSEE.   THE 
DATE  IS  NOVEMBER  24,  1970,  AND  THIS  IS  INTERVIEW  NUMBER  TWO 
WITH  MR.  PAUL  I.  FAHEY,  FORMERLY  WITH  THE  TENNESSEE  VALLEY 
AUTHORITY.   THE  INTERVIEW  IS  BY  DR.  CHARLES  W.  CRAWFORD, 
DIRECTOR  OF  THE  MEMPHIS  STATE  UNIVERSITY  ORAL  HISTORY  RESEARCH 
OFFICE,  AND  WAS  TRANSCRIBED  BY  MRS.  BRENDA  P.  MEIER. 

CRAWFORD:    Mr.  Fahey,  let's  finish  discussing  your  work  as 

Construction  Accountant  in  the  Division  of  Finance, 
and  get  on  to  the  matter  of  purchasing.   When  did  you  leave  your 
work  as  Construction  Accountant? 

FAHEY:       Well,  I  moved  from  Finance  to  the  Materials  Branch 

of  the  Property  and  Supply  Division  in  September, 
1952.   I  think  officially  the  first — actually  the  second  because 
the  first  was  Labor  Day,  and  continued  in  the  Materials  Branch 
as  a  part  of  the  Division  of  Property  and  Supply  until  late  '53, 
I  think  December,  when  we  were  made  a  division  of  our  own. 

CRAWFORD:    Why  was  that  change  made?   Why  were  you  made  a 
separate  division? 


FAHEY : 


I  really  don't  know. 


CRAWFORD:    Was  the  volume  of  your  work  increasing? 

FAHEY:       The  volume  was  increasing;  maybe  it  was  a  recognition 

of  the  amount  of  work  that  we  were  doing.   Sometimes 
I  like  to  think  that  maybe  it  was  the  recognition  of  the  job 
that  I  was  doing  in  giving  me  a  little  more  stature  and  just  as 
important,  more  pay. 

CRAWFORD:    What  was  your  work  in  this  time  that  you  spent  in 
the  Materials  Branch? 

FAHEY:       Except  being  under  the  administrative  direction  of 

the  Director  of  Property  and  Supply  in  the  Materials 
Branch  and  under  the  administrative  direction  of  the  General 
Manager  in  the  Division  of  Materials,  there  was  no  change.   There 
was  merely  a  change  in  the  man  I  reported  to. 

CRAWFORD:    What  did  you  spend  most  of  your  time  doing  at  that 
time? 


FAHEY:       Well,  in  '52  the  biggest  problem  that  we  had  was  coal. 

TVA  had  received  a  lot  of  unfavorable  publicity, 
largely  from  the  Chicago  Tribune   about  the  way  it  was  buying  coal, 


and  TVA  had  made  a  lot  of  unsatisfactory  contracts  that  were 
difficult  to  administer,  and  we  found  out  that  some  of  them 
actually  were  not  contracts.   One  of  them  we  used  to  designate 
as  the  "as,  if,  and  when  contract."   The  relationship  prior  to 
September,  '52,  between  the  power  people  who  burned  the  coal, 
who  needed  the  coal  and  the  property  and  supply  people  who  bought 
the  coal,  was  not  the  best.   And  I  spent  considerable  time 
developing  what  I  thought  was  the  right  kind  of  a  relationship 
and  the  right  kind  of  cooperation  between  the  two  of  us,  and 
my  dealings  then  largely  were  with  /R.  A//   Kampmeir,  whom  you 
already  interviewed. 


CRAWFORD 


In  Chattanooga? 


FAHEY : 


Yes. 


CRAWFORD:    Did  you  travel  to  Chattanooga  a  great  deal? 

FAHEY:       No,  I  had  moved  to  Chattanooga  years  before  that.   I 

moved  to  Chattanooga  when  I  was  still  with  Finance, 
in  '42,  and  I  had  been  given  some  enlarged  responsibilities  in 
Finance.   But  the  largest  and  most  important  function  at  that 
time  was  buying  coal.   The  second  function  was  to  improve  the 
efficiency  of  the  organization. 


CRAWFORD:    By  organization,  you  mean  the  Materials  Branch? 


FAHEY:       That's  right.   There  were  too  many  people  doing  too 

many  useless  things,  and  while  nobody  was  terminated 
there  was  a  substantial  reduction  in  force  that  took  place  through 
attrition. 

CRAWFORD:    Did  you  reorganize  the  work  of  the  Materials 
Division? 

FAHEY:       To  a  degree,  yes.   They  had  been  operating  with  a 

fuels  procurement  section,  which  was  continued;  the 
traffic  section,  which  was  continued;  the  mechanical  section 
that  was  continued;  electrical  section  that  was  continued;  the 
structural  and  architectural  section  that  was  continued;  and 
then  another  section.   I  don't  remember  what  its  name  was,  but 
it  wasn't  very  important,  and  it  was  discontinued  and  this  work 
was  parceled  out  among  the  structural,  electrical  and  mechanical 
sections.   We  also  made  changes  in  some  of  the  service  groups 
which  permitted  us  to  reduce  forces;  that  is,  still  through 
attrition,  and  to  actually  do  a  better  job,  I  thought. 

CRAWFORD:    You  think  you  actually  did  a  better  job  with  your 
people? 

FAHEY:       That's  right. 


I    CRAWFORD:    Well,  you  saved  administrative  costs,  then,  didn't 
you? 

FAHEY:       Oh,  yes,  we  saved  administrative  costs  and  we  also 

reduced  the  cost  of  what  we  were  buying.   We  had  two 
objectives:   to  reduce  the  cost  of  purchasing  and  to  reduce  the 
cost  of  purchases. 

CRAWFORD:    Did  you  accomplish  both? 

FAHEY:       We  did  both,  yes. 

CRAWFORD:    You  reduced  the  cost  of  purchasing  by  streamling 

the  branch  apparently.   How  did  you  reduce  the  cost 
of  purchases? 

FAHEY:       Well,  development  of  better  sources.   The  development 

of  alternate  materials.   For  example,   TVA  has  a 
large  number  of  combustion  engingering  boilers.   There  are  certain 
parts  of  the  coal  pulverizers  that  are  made  of  castings.   There 
are  no  patents  for  these  castings,  but  TVA  had  been  buying  these 
castings  from  Combustion  Engineering  and  paying  a  replacement- 
part  price — a  high  price.   Well,  we  developed  foundry  sources  to 
make  these  same  castings  at  a  substantially  lower  price.   In  fact, 
we  were  successful  enough  in  that  particular  endeavor  that  the 
Vice  President  of  Combustion  Engineering  wrote  me  a  personal 
letter  and  asked  me  to  desist  from  this  practice.   Of  course,  we 


didn't.   The  same  way  with  ash  handling  systems.   These  were  cast 
fittings  made  of  steel  alloys.   These  were  subject  to  a  great 
deal  of  abrasion  because  of  the  ash  traveling  at  a  rather  high 
velocity  and  impinging  upon  these  metal  surfaces,  and  we  found 
that  we  could  buy  these  fittings,  made  of  a  more  abrasive-resistant 
material  at  a  lower  price  if  we  went  to  the  foundries.   There 
were  many  instances  of  that,  where  we  not  only  got  a  better 
product,  but  we  got  a  lower  price.   All  of  these  things  didn't 
generate  while  we  were  the  Materials  Branch  of  Property  and 
Supply,  but  what  I  talk  about  is  maybe  a  little  slop-over  from 
the  Materials  Branch  to  the  Materials  Division.   One  of  the 
very  first  problems  that  was  brought  to  me  when  I  moved  into 
the  Materials  Branch  was  turbine  oil  by  a  brand  name.   This  one 
wanted  Esso  and  this  one  wanted  Gulf,  and  this  one  wanted  Shell, 
and  this  one  wanted  somebody  else's  oil,  and  maybe  the  turbines 
could  be  made  by  the  same  manufacturer,  but  three  different 
superintendents  would  have  to  have  three  different  kinds  of  oils. 
Well,  I  got  with  Lee  Karr,  who  was  then  in  charge  of  power 
operations,  and  with  some  of  his  people  and  with  some  of  mine, 
a  specification  was  worked  out  for  these  oils  that  not  only 
resulted  in  us  really  getting  a  better  oil,  but  in  getting  an 
oil  that  was  about  50C  a  gallon  less  than  we  had  been  paying  for 
it.   And  we  were  buying  at  that  time  a  couple  of  hundred  thousand 
gallons  of  oil  a  year  of  that  particular  type. 

CRAWFORD:    That's  a  substantial  savings.   Now,  I  believe  a  great 


deal  of  your  work  invoved  the  purchase  of  coal,  and  I  think 
you  saw  that  through  the  time  that  TVA's  purchase  of  coal 
went  up  from  what — something  like  a  million  dollars,  to 
twenty  or  more  million  a  year? 

FAHEY :       I  think  we  were  burning  about  a  million  tons  of 

coal  a  year,  and  the  last  year  I  think  we  got 
close  to  23  or  24  million  tons  of  coal  a  year.   Of  course, 
TVA's  buying  of  coal  has  been  very  controversial,  and  still 
remains  controversial  according  to  this  congressman  from  the 
Fourth  District  over  here,  what's  his  name?   I  should  remember 
it.   He's  Chairman  of  the  House  Public  Works  Commission. 

CRAWFORD:    Is  that  Joe  Ivins? 

FAHEY:       Ivins,  yes.   He  said  that  TVA's  coal  buying  practices 

in  the  past  have  put  the  small  coal  operator  out  of 
business;  that  we  refused  to  do  business  with  them,  and  that's 
not  true.   What  put  the  small  operator  at  a  big  disadvantage 
was  shortly  after  '52  .  .  .   I  can't  pin  point  this,  but  I  think 
it  was  in  the  fall  of  '53,  but  anyhow  it  was  early  in  Eisenhower's 
first  term  in  office,  that  John  Lewis  went  to  Mitchell,  then 
Secretary  of  Labor,  with  a  petition  that  Mitchell  issue  a 
directive  under  the  Walsh-Healey  Act  making  the  United  Mine 


Worker's  contract  wages--the  prevailing  wages  for  the  entire 
bituminous  coal  industry,  and  he  was  supported  in  that  by 
Pittsburgh  Consolidation  Coal  Company  and  Pocahontas  Fuel 
Company.   Both  have  since  been  merged,  and  it's  now  just  the 
Consolidation  Coal  Company.   From  information  that  I  got  from 
the  people  in  the  Department  of  Labor,  Mitchell  was  just  about 
ready  to  sign  this  order  when  some  of  these  people  who  had 
some  background  in  the  Department  of  Labor  told  him  that  he 
couldn't  do  that  without  holding  a  hearing.   So  they  held  a 
hearing  that  lasted  for  nearly  a  month  up  there  in  Washington 
at  which  the  mine  workers  and  some  others  presented  a  lot  of 
perjured  testimony  in  support  to  this  petition.   Mitchell 
finally  issued  the  order  that  these  small  mines  could  no  longer 
do  business  with  TVA  because  the  Walsh-Healey  Act  required 
that  they  pay  the  prevailing  wages  on  any  contract  or  order 
for  more  than  $10,000.   These  fellows  had  been  paying  these 
miners  $12,  $15  a  day,  and  the  prevailing  UMWA  wages  then  were, 
say,  $24  a  day.   Those  few  who  were  able  to  continue  under  the 
Walsh-Healey  Act,  and  those  would  be  mostly  strippers--not 
underground  operators—some  of  them  really  became  quite  prosperous 
There  were  also  some  small  underground  operators  who  were  able 
to  continue,  but  now  with  the  new  mine  safety  laws  that  went 
into  effect  in  March  and  in  July,  it  put  some  more  of  those 
little  fellows  out  of  business  so  that  it  wasn't  the  acts  of 
TVA;  it  was  the  acts  of  Secretary  Mitchell  making  the  UMWA 
contract  wages  the  prevailing  wages  under  the  Walsh-Healey  Act 


and  Congress  for  passing  the  Mine  Safety  Law.   That's  what 
hurt  the  small  operators. 

CRAWFORD:    How  did  that  affect  your  purchasing? 

FAHEY:       Well,  it  didn't.   Of  course,  this  mine  safety 

business  has  all  come  since  I  retired.   There  was 
still  enough  competition — there  was  enough  excess  production 
of  coal — and  because  of  the  location  of  our  plants  and  because 
of  the  railroads — we  were  able  to  develop  a  competition  between 
the  various  fields:   the  Southern  Illinois  field,  the  West 
Kentucky  field,  the  Tennessee  field,  the  Southwest  Virginia 
fields,  the  East  Kentucky  fields.   They  were  all  in  competition 
for  TVA's  business  because  of  our  interconnected  system.   With 
our  heavy  transmission  lines—everything  tied  together — if  we 
could  buy  coal  more  cheaply  in  the  West  than  we  could  in  the 
East,  then  the  western  part  of  the  system  operated  at  a  greater 
capacity  and  moved  electricity  to  the  East.   And  we  only 
operated  in  the  East  to  the  extent  that  we  couldn't  draw  from 
the  western  part  of  the  system  or  vice  versa,  or  any  combination 
of  plants.   So  that  insofar  as  TVA  was  concerned  the  mine 
workers  and  the  big  coal  companies  didn't  accomplish  their 
objective  of  pushing  up  prices.   I  believe  they  did  increase 
the  prices  to  the  government  elsewhere  because  the  Walsh-Healey 
Act  applied  equally  to  the  General  Services  Administration  and 
to  the  Navy  in  their  fuel-buying  programs,  but  they  weren't 
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important  coal  buyers.   So  that  our  biggest  problem,  really, 
in  '52  so  far  as  coal  was  concerned  was  in  developing  the 
right  kind  of  contract  terms  and  developing  escalation  formulas 
that  were  fair  to  both  the  buyer  and  the  seller,  and  to 
determine  how  much  of  our  coal  should  be  on  long-term  contracts; 
that  is,  what  percentage  of  our  needs  should  be  in  long-term 
contracts  and  how  much  we  should  buy  on  the  spot  basis.   The 
mine  workers  and  the  coal  industry,  through  their  national 
coal  sales  association,  now  part  of  National  Coal  Association, 
didn't  like  our  spot-buying  program  and  finally  our  Board  of 
Directors  was  persuaded  to  set  a  limit  on  the  amount  of  coal  that 
we  could  buy  on  a  spot  basis,  and  that  was  25%  of  our  annual 
needs.   Right  now  I  understand  they  can't  buy  any  on  the  spot 
basis.   Then  there  were  these  contracts  that  had  been  made  prior 
to  '52.   Some  of  them  presented  some  terrific  administrative 
problems  because  the  coal  didn't  exist;  it  was  already  sold,  or 
the  mines  didn't  exist.   That's  why  I  say  we  call  some  of  them 
the  "as,  if  and  when  contracts." 

CRAWFORD:    The  contracts  had  not  been  very  uniform  before,  had 
they? 

FAHEY:       No,  the  contracts  were  not  uniform  and  there  had 

been  apparently  no  investigation  of  the  ability  of 
these  people  to  produce  coal,  and  there  might  not  have  been  as 
much  effort  made  to  develop  competition  at  the  start  as  would 
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have  been  desirable.   I  talked  some  years  afterwards  to  the  chap 
that  was  then  president  of  Island  Creek  Coal  Sales,  and  I  forget 
his  name.   He  was  in  Washington  during  the  war  or  during  the 
Korean  situation  and  had  something  to  do  with  the  Solid  Fuels 
Administration.   We  were  talking  about  TVA' s  coal  buying,  and 
at  that  time  we  were  burning  about  twelve  million  tons  of  coal 
a  year,  and  he  was  critical  of  our  practices,  and  I  told  him, 
I  said,  "Well,  we've  gone  in  just  a  few  years  from  burning  almost 
no  coal  to  burning  twelve  million  tons  of  coal,"  and  he  said, 
"Yes,  you  fellows  are  to  be  congratulated  that  you  didn't  make 
any  more  mistakes  than  you  did,"  but  at  the  same  time  they  didn't 
like  what  we  were  doing. 

CRAWFORD:    Do  you  feel  that  you  did  bring  coal  prices  down  to 
as  low  a  level  as  reasonably  possible  for  TVA? 

FAHEY:       I  think  so.   I  think  that  we  got  coal  just  as  cheaply 

as  was  possible,  and  I  believe  that  the  people  selling 
us  coal  were  making  money,  regardless  of  what  you  may  hear  or 
read,  because  we  didn't  set  the  price.   They  set  the  price  and  the 
suppliers  were  regularly  coming  back  for  more  business. 

CRAWFORD:    I  think  it's  a  reasonable  assumption  they  would  not 
have  done  that  if  they  had  not  been  making  money. 
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FAHEY:       Well,  that's  the  way  I  feel  about  it. 

CRAWFORD:    You  said  you  felt  an  obligation  not  only  to  the 

buyer,  but  to  the  seller  of  coal.   What  obligation 
did  you  feel  to  the  sellers? 

FAHEY:       I  felt  an  obligation  to  the  seller  to  see  that  .  .  . 
when  TVA  made  a  contract  with  a  coal  company  to  take 
a  certain  amount  of  coal  each  week  or  each  month  for  a  certain 
number  of  years  and  pay  them  a  certain  amount  of  money  and 
escalate  the  price  under  certain  conditions,  to  see  that  that 
contractor  got  the  amount  of  business  that  his  contract  called 
for  and  that  we  didn't  by  any  form  of  shenanigan  cut  down  below 
what  he  was  entitled  to.   And  that  would  have  been  done  in  a 
few  cases  if  it  had  been  possible,  but  .  .  . 

CRAWFORD:    Do  you  feel  that  relations  were  better  with  coal 
suppliers  after  you  developed  this  plan? 

FAHEY:       Oh,  yes.   We  had,  at  the  time  that  I  left  TVA,  I 

thought,  a  very  good  relationship  with  the  bituminous 
coal  industry,  or  with  a  very  large  segment  of  it  anyhow.   Our 
dealings  largely  were  with  the  big  midcontinent  producers  —  the 
West  Kentucky,  the  Southern  Illinois  people — that's  where  the 
largest  bulk  of  our  coal  was  coming  from  although  we  were  getting 
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some  from  the  Appalachian  region.   But  many  of  the  officials  of 
the  large  coal  companies  said  to  me,  and  I  paraphrase  it;  that 
"you  folks  are  tough  but  you're  fair,"  and  they  knew  when  they 
made  a  contract  with  us  what  to  expect.   Now,  some  of  the 
utilities,  so  I've  been  told  by  the  coal  companies,  would  just 
turn  them  on  and  off  like  you  turn  on  and  off  the  faucet  in  the 
kitchen  sink,  and  quite  often  in  years  past  we  would  get  calls 
from  the  coal  company  saying  that  such  and  such  a  power  company 
has  shut  us  off  this  week  or  this  month.   We've  got  "x"  tons  of 
coal;  can  you  use  it  at  such  and  such  a  price?   And  if  it  was 
within  the  range  of  what  we  were  paying  for  spot  coal,  we  would 
buy  that  coal. 

CRAWFORD:    How  much  did  you  try  to  stockpile  coal  at  that  time? 
I  know  that's  quite  an  issue  now. 

FAHEY:       Well,  we  thought  in  terms  of  stockpiles  from  sixty 

to  ninety  days  supply.  We  had  within  the  statement 
of  policy  covering  the  Division  of  Materials  a  statement  by  the 
Board  that  whenever  a  stockpile  of  any  steam  plant  got  below  45 
days  supply  an  emergency  existed  and  we  could  buy  coal  just  any 
way  we  wanted  to.  In  other  words,  we  didn't  have  to  go  through 
all  the  formal  routine  of  issuing  an  invitation  and  taking  bids. 
I  don't  recall  that  we  ever  had  to  resort  to  that,  but  they  are 
doing  that  now,  because  of  the  short  supply. 
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CRAWFORD:    Yes,  stockpile  has  gotten  very  low.   What  regulated 
the  amount  of  the  stockpile?   Storage  space? 

FAHEY:       Oh,  I  would  say  that  everyone  of  these  plants  had 
enough  storage  space  for  a  ninety-day  supply.   No, 
you  had  money  tied  up  in  this  coal  pile,  and  you  didn't  want 
a  lot  of  idle  capital  out  there;  yet  you  wanted  protection  against 
failures  of  the  mines  to  operate,  or  a  strike,  or  explosion, 
railroad  strike—that  sort  of  thing,  and  sometimes  our  stockpiles 
got  larger  than  we  wanted  them  to  and  other  times  they  would  get 
a  little  bit  smaller  than  we  wanted  them  to,  but  by  and  large 
the  stockpiles  were  managed  generally  to  stay  between  a  sixty 
to  ninety-day  supply. 

CRAWFORD:    Who  was  responsible  for  developing  that  stockpiling 
system,  Mr.  Fahey?   Were  you? 

FAHEY:       No,  no,  that  was  part  of  power's  responsibility.   Our 

job  was  to  buy  the  coal  and  to  administer  the  contracts, 
but  it  was  power's  job  to  develop  their  needs  for  coal. 

CRAWFORD:    To  go  on  to  another  topic,  I  believe  you  were 

responsible  also  for  the  purchase  of  electrical 
machinery,  weren't  you? 

FAHEY:       Yes,  yes. 
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CRAWFORD:    When  did  your  responsibility  for  purchasing  electrical 
machinery  start  and  how  did  it  develop? 


FAHEY : 


Oh,  that  was  always  in  the  branch  and  in  the  division. 


CRAWFORD:    And  it  was  a  part  of  the  branch  responsibility  when 
you  started? 

FAHEY:       Yes,  sir,  and  there  again,  of  course,  the  purchases 

were  made  as  a  result  of  requisitions  issued  by  either 
the  Division  of  Design  in  Knoxville  or  the  Division  of  Power 
Engineering  and  Construction  in  Chattanooga,  and  a  few  developed 
from  the  chemical  folks  at  Wilson  Dam. 

CRAWFORD:    Was  there  much  of  a  change  in  the  volume  of  this 
purchasing  while  you  served? 


FAHEY:       Oh,  yes,  a  tremendous  change  because  we  went  to  (I'm 

trying  to  think  of  all  of  the  steam  plants.)   That  was 
where  the  largest  volume  came  in--was  when  we  went  into  that 
large  steam  plant  program  during  the  Korean  War  to  supply  power, 
meet  the  increased  demands  of  the  Atomic  Energy  Commission  and  the 
aluminum  industry  and  others,  and  then,  of  course,  this  just 
continued  on  and  on.   There  was  the  Gallatin  Steam  Plant  and  the 
Kingston  Steam  Plant  and  the  Bull  Run  Steam  Plant,  the  Widow's 
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Creek  Steam  Plant,  the  Colbert  Steam  Plant,  Shawnee  Steam  Plant, 
the  addition  to  the  Johnsonville  Steam  Plant,  the  addition  to 
the  Colbert  Steam  Plant,  the  addition  to  the  Widow's  Creek  Steam 
Plant,  the  addition  to  the  Kingston  Steam  Plant,  the  Paradise 
Steam  Plant.   Some  of  those  contracts  had  already  been  made  and 
when  I  moved  into  materials  we  had  to  administer  them  and  really 
some  of  them  gave  us  tremendous  headaches  because  of  the  demands 
on  the  manufacturers.   They  were  overloaded  and  we  weren't  getting 
the  help  we  thought  we  should  get  from  the  Atomic  Energy 
Commission  or  the  various  agencies  in  Washington,  and  then 
Westinghouse  got  tied  up  in  a  strike  and  that  hurt  us  some  more. 
But  we  had  first  the  increase  in  the  purchase  of  electrical 
generating  and  transmission  equipment  before  we  had  the  increase 
in  the  purchase  of  coal  because  we  had  to  have  these  plants  built 
before  we  burned  the  coal. 

CRAWFORD:    Yes.   To  get  this  in  perspective,  the  World  War  II 

production  needs  were  met,  I  believe,  by  a  real 
expansion  in  the  hydro-electric  facilities,  and  then  when  the 
Korean  War  came  since  you  had  developed  about  all  the  water 
power  that  could  be  developed,  you  had  to  have  a  rapid  increase 
in  the  number  of  steam  plants. 

FAHEY:       The  Watts  Bar  Steam  Plant  was  built  during  World  War  II, 
and  that  was  all  the  steam  facilities  we  had  during 
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World  War  II;  then  the  next  steam  plant  authorized  was  at 
Johnsonville ,  but  that  was  after  World  War  II.   At  least,  as  I 
remember  it,  it  was  after  World  War  II,  but  that  was  to  take 
care  of  the  expected  load  growth,  and  of  course,  that's  been 
increased  in  size.   It's  doubled  in  capacity.   But  the  big 
increase  came  in  the  Korean  situation  and  was  through  steam. 
There  was  very  little  hydro.   We  had  a  couple  of  small  hydro 
units — one  at  Chatuge  and  one  at  Nottely;  we  put  in  additional 
units  at  Wilson  Dam  and  Wheeler  Dam,  and  I  don't  recall  whether 
we  put  in  any  other  hydro  units  during  the  Korean  War  or  not. 
I  think  those  were  all. 

CRAWFORD:    I  believe  you  had  about  developed  to  capacity.   What 

about  the  difficulty  in  the  prices  of  electrical 
equipment  that  you  encountered. 

FAHEY:       Well,  along  in  ' 54  or  '55,  I  would  guess,  the  prices 

of  electrical  equipment—transformers ,  circuit  breakers, 
disconnecting  switches,  steam  turbine  generators — just  almost 
anything — started  to  escalate  much  more  rapidly  than  did  the 
price  of  labor  and  materials  required  to  build  these  items. 

CRAWFORD:    When  did  you  notice  this  rapid  increase? 

FAHEY:       Well,  when  you  would  get  the  announcement  maybe  twice 
in  one  month,  or  it  seemed  like  twice  a  month,  of  a 
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percentage  increase  in  the  price  of  power  transformers,  you  get 
curious  and  you  start  looking  back.   And  then  you  start 
developing  some  curves  and  then  right  along  with  that,  you  start 
developing  other  information  and  you  find  this  sky-rocketing 
price.   That  was  when  I  went  to  our  management  and  wanted  to 
invite  some  competition  from  European  manufacturers.   Of  course, 
I  had  had  some  urging  from  representatives  of  some  of  these 
foreign  manufacturers,  particularly  Dr.  Gruenfeld,  who  is 
presently  the  President  of  American  Elin,  an  Australian 
manufacturer,  owned  primarily  by  the  Australian  government,  and 
Allen  Barraclough,  who  was  then  manager  of  the  American  office 
of  English  Electric,  which  has  since  been  merged  into  General 
Electric  Company,  Limited,  in  England—not  our  domestic  General 
Electric  Company.   They  called,  presented  their  case,  and 
discussed  their  prices,  deliveries,  and  finally  with  substantial 
assistance  from  John  Oliver,  who  was  then  General  Manager,  it  was 
agreed  that  some  of  our  technical  people  would  go  to  Europe  and 
look  at  some  of  the  transformer  manufacturers;  and  they  came  back 
and  reported  that  a  number  of  the  plants  that  they  had  visited 
were  capable  of  building  transformers  to  quality  and  size  that 
we  wanted,  and  we  invited  them  to  bid.   The  first  bank  of 
transformers  that  we  bought  from  Europe  was  up  at  Harriman, 
Tennessee,  at  that  station  up  there  serving  the  metalurgical 
works.   And  for  the  first  year  or  two  the  Europeans  got  the  lion's 
share  of  our  transformer  purchases. 
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CRAWFORD:    What  year  was  this  now? 

FAHEY:       I  think  that  the  first  delivery  of  transformers  was 

made  in  the  fiscal  year  1956,  so  that  would  be 
something  before  June  30,  1956,  but  I'm  not  certain  of  that  date. 
But  for  a  year  or  two  there  was  still  a  substantial  demand  on 
the  domestic  manufacturers  for  transformers  from  the  other 
utilities  in  this  country  so  that  they  weren't  too  concerned 
about  this  offshore  competition,  and  the  Europeans  got  a  very 
substantial  part  of  our  business.   Well,  then  demand  in  this 
country  fell  off  and  the  domestic  prices  fell  off  immediately, 
and  the  Europeans  were  pretty  well  shut  out  there  for  a  while, 
but  they  continued  to  get  some  business  all  along.   And  here,  in 
recent  years  I  think  they've  had  the  lion's  share  of  the  500  kv 
transformers,  particularly  A.S.E.A.,  the  Swedish  manufacturer. 
Probably  the  best  500  kv  transformers  that  TVA  has,  or  ever 
will  have,  were  those  that  were  built  by  Elin,  the  Australian 
manufacturer. 

One  day  we  opened  bids  on  two  banks  of  transformers; 
one  was  for  the  primary  transformers  for  Widow's  Creek  Steam 
Plant,  and  one  was  for  a  bank  of  transformers  for  the  Alcoa 
substation.   General  Electric  Company  bid  on  both  banks;  Eranti 
Electric  of  England  bid  on  both  banks.   The  bank  at  Widow's  Creek; 
General  Electric,  after  giving  them  the  advantage  of  the  6  percent 
buy  American  differential,  was  a  little  bit  lower  than  Eranti. 
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The  bank  at  Alcoa;  Feranti's  price  was  just  about  half  of  General 
Electric 's  price.   And  it  wasn't  because  Eranti  had  been  extremely 
low.   I  mean  General  Electric  has  just  been  high,  and  we  had 
numerous  occasion  of  that  kind.   We  were  so  successful  with 
the  transformers  that  we  finally  sent  a  team  of  workers  to  look 
at  the  steam  turbine-generator  manufacturers,  and  decided  there 
were  some  that  could  build  to  meet  our  needs,  and  we  invited 
bids  for  the  addition  to  the  Colbert  Steam  Plant.   That  was  the 
first  time  we  asked  the  Europeans  to  bid,  and  Parsons,  an  English 
firm,  was  the  low  bidder  and  got  the  award.   I  forget  the  prices, 
but  these  figures  are  in  the  range.   Parson's  price  was  about 
$21  a  kw,  with  a  firm  price.   The  domestic  manufacturers, 
Westinghouse  and  General  Electric — their  prices  were  on  the 
order  of  $37  or  $38  a  kw,  to  be  escalated,  which  would  have 
added  $4  or  $5  more  by  the  time  that  we  got  delivery.   We  had 
trouble  with  the  Parson's  unit,  but  we  had  trouble  with  other 
equipment  in  there.   We  had  trouble  with  the  boiler  which  was 
built  by  Babcox  &  Wilcox;  we  had  trouble  with  the  feed  water 
pump  motor;  we  had  trouble  with  the  demineralizing  equipment 
that  is  a  part  of  the  boiler  feed  system.   I  forget  whose 
system  that  was.   And  the  combination  of  these  problems  resulted 
in  a  substantial  delay  in  Parsons  working  out  the  solution  to 
their  difficulty.   In  a  lot  of  folks  minds,  the  total  delay 
down  there  was  charged  to  Parsons,  which  was  completely  unfair. 
But  whatever  caused  the  delay,  the  effect  of  that  Parsons' 
price  saved  us  enough  money  to  make  it  worthwhile;  it  was  ten 
million  dollars  or  more  saving  in  price. 
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The  next  time  we  advertised  for  turbine-generator 
sets,  we  advertised  for  the  addition  to  Widow's  Creek  and  the 
new  units  for  Paradise.   Brown-Boveri  bid — I  think  it  was  some- 
thing like  $17  for  the  unit  at  Widow's  Creek.   They  also  bid 
comparable  prices  for  the  Paradise  units,  but  they  couldn't 
meet  the  delivery  of  Paradise.   G.  E.  was  the  next  bidder, 
and  they  could  meet  the  delivery,  for  the  first  time  they  gave 
us  a  firm  price  for  three  years  which  was  within  the  required 
delivery  period,  so  it  was  in  effect  a  firm  price,  unless  there 
was  an  excusable  delay.   So  the  award  was  made  to  Brown-Boveri 
for  the  Widow's  Creek  unit,  and  to  G.  E.  for  the  first  unit  to 
Paradise,  with  an  option  on  the  second  unit.   And  their  price 
was  about  $25  firm,  which  was  a  third  less  than  their  price 
for  Colbert  escalated.   When  we  got  ready  to  make  up  our  mind 
whether  we  wanted  to  take  that  second  unit  or  not,  I  did  some 
inquiring  and  I  found  that  we  could  get  a  delivery  within  the 
time  we  needed  from  Europe,  and  I  told  G.E.  that  we  would  have 
to  have  some  improvement  on  the  price  of  that  second  unit  if 
they  wanted  us  to  exercise  our  option  and  they  reduced  the  price 
three  and  a  quarter  million  dollars.   Then  the  next  go-round 
was  we  took  bids  for  the  Bull  Run  plant,  and  G.  E.  was  low  there 
with  again  a  firm  price  for  three  years  of  $19  so  that  our 
excursion  into  buying  turbine-generators  in  Europe  not  only 
saved  us  tremendous  sums  of  money,  but  saved  the  whole  electric 
utility  industry  of  the  United  States  large  sums  of  money. 
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CRAWFORD:    Why  do  you  suppose  no  one  else  did  that  first, 
Mr.  Fahey? 

FAHEY:       I  don't  know.   Of  course,  the  electric  utility 
industry — the  so-called  investor-owned  utility 
industry — didn't  have  the  same  pressures  on  them  that  TVA  had 
to  keep  its  costs  low  because  each  one  of  these  electric 
utilities,  investor-owned,  is  a  protected  monopoly  with  a 
guaranteed  rate  of  return.   The  more  money  they've  got  in  their 
rate  base,  the  more  money  they  earn — the  more  money  they  are 
allowed  to  earn.   And  the  way  that  they  earn  it  is  by  upping 
the  rates;  if  the  operating  costs  go  up,  they  can  up  their 
rates.   The  public  utility  commissions  have  usually  been 
generous  in  permitting  these  utilities  to  up  their  rates  to 
cover  their  costs  and  provide  an  adequate  return  on  their 
investment.   Well,  TVA  was  dedicated  to  maintaining  as  low  a 
cost  as  they  possibly  could,  and  part  of  the  way  that  we  kept 
costs  down  was  to  reduce  our  capital  investment  to  the  lowest 
possible  figure,  just  the  same  as  in  buying  our  supplies.   We 
tried  to  buy  to  the  best  possible  advantage. 

CRAWFORD:    Did  you  ever  find  out  any  more  details  about  this 
sudden  increase  in  prices? 

FAHEY:       Some  years  ago  the  Public  Utility  Buyers  Group, 
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which  is  a  part  of  the  National  Association  of 
Purchasing  Agents,  had  their  mid-winter  meeting  in  Louisville, 
Kentucky.   And  this  man,  Phillipe--who  was  then  Controller  for 
General  Electric  Company,  afterwards  became  President,  later 
Chairman  of  the  Board--spoke  one  day  on  the  pricing  policy  of 
General  Electric  Company,  and  while  he  took  a  lot  more  words  to 
say  it,  he  said  in  effect  that  G.  E.'s  pricing  policy  was  to 
get  whatever  the  market  permitted.   And  the  time  when  these 
electrical  equipment  prices  were  escalating  as  rapidly  as  they 
were,  just  because  of  tremendous  demand  in  this  country  that 
exceeded  the  current  manufacturing  capacity  of  the  suppliers — 
just  the  old  law  of  supply  and  demand—and  when  the  demand  fell 
off  and  when  the  supply  increased  because  of  competition  from 
Europe,  why  the  domestic  prices  fell  off. 

CRAWFORD:    Well,  did  you  ever  find  out  any  more  details  about 
the  price-fixing  conspiracy? 

FAHEY:       Well,  this  may  or  may  not  have  been  part  of  the 
price-fixing  conspiracy  because  they  all  raised 
their  prices  at  the  same  time.   And  I  still  can't  understand 
why  the  manufacturer  located  in  the  East  coast  will  issue  a 
price-list  dated  today,  and  the  one  on  the  West  coast  issues 
an  identical  price-list  dated  tomorrow.   It  just  doesn't  seem 
the  communication  is  quite  that  rapid.   But  anyhow  the  pricing 
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conspiracy  was  not  detected  by  TVA;  it  was  suspected.   It's 
something  that  those  of  us  who  have  been  around  construction 
suspected  long  before  the  days  of  TVA;  that  there  was  some 
sort  of  collusion  that  existed,  but  I  am  inclined  to  one 
theory,  and  other  in  TVA  and  particularly  Marguerite  Owen, 
are  inclined  to  another  theory  as  to  what  triggered  the 
investigation  by  the  Department  of  Justice  that  led  to  the 
prosecution  of  these  electrical  manufacturers. 

My  theory  is  that  nothing  would  have  been  done — 
nothing  would  have  ever  happened--if  Julian  Granger,  reporter 
for  the  Knoxville  News  Sentinel,  hadn't  for  some  reason  or 
other  decided  that  the  fact  we  were  reporting  to  Knoxville 
these  equal  bids  that  we  were  receiving  was  newsworthy.   And 
he  wrote  an  article  about  it.   It  appeared  in  the  Knoxville 
Sentinel;  in  fact  there  were  five  or  six  articles.   The  News 
Sentinel  being  one  of  the  Scripps-Howard  papers,  these  were 
picked  up  by  some  of  their  other  papers,  and  as  a  result  there 
was  a  lot  of  publicity,  I  guess,  countrywide.   And  the  Depart- 
ment of  Justice  wanted  some  information  about  it  and  Kefauver, 
for  his  sub-committee,  wanted  some  information  about  it. 
Well,  a  fellow  by  the  name  of  Bill  Maher  came  down  here  from 
the  Department  of  Justice  and  talked  about  it,  and  we  agreed 
to  supply  them  with  certain  information.   And  the  next  day 
Rand  Dixon,  who  is  now  up  there  on  the  Federal  Trade  Commission, 
and  until  just  recently  was  chairman  of  the  Federal  Trade 
Commission,  came  down  from  the  Kefauver  committee  wanting 
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information.   As  we  had  agreed  with  Maher  on  the  format,  we 
agreed  with  Dixon  that  we  would  just  give  him  copies  of 
everything  that  we  sent  to  the  Department  of  Justice.   But  we 
were  just  supplying  the  same  type  of  information  that  had  been 
supplied  years  previous  to  the  Department  of  Justice  and  to  .  . 
What  was  his  name?   Anyway,  some  congressman  from  Texas  had  a 
so-called  select  committee  on  small  business  and  there  was  a 
period  of  a  year  or  a  year  and  a  half,  and  this  was  prior  to 
me  coming  into  materials,  when  a  report  was  made  of  all  the 
equal  bids  to  both  the  Department  of  Justice  and  to  this 
committee,  and  then  stopped.   But  other  federal  agencies  who 
were  governed  in  their  purchasing  by  a  law  that  I  can't  name 
or  quote,  they  reported  regularly  and  continued  to  report, 
on  these  equal  bids,  and  nothing  had  ever  happened.   And  all 
we  were  doing,  at  the  request  of  the  Department  of  Justice,  was 
just  picking  up  and  doing  what  Bonneville  was  doing  and  the 
Bureau  of  Reclamation  was  doing,  and  other  agencies  were 
doing.   So  far  as  I  could  see,  none  of  that  would  have  been 
helpful  in  proving  collusion;  all  it  was  proving  was  that  we 
were  getting  identical  bids.   But  one  day,  and  this  was  after 
we  started  this  reporting,  I  got  curious  about  some  bids  we 
received  on  some  69  kv  oil  circuit  breakers,  and  I  asked  one 
of  the  boys  on  the  staff  to  go  back  for  a  number  of  years  and 
tabulate  all  of  the  bids  that  we  had  received  on  that  particular 
size  breaker,  and  it  was  one  that  we  bought  fairly  frequently, 


26 


and  to  indicate  the  successful  bidder  for  each  one.   Well,  at 
that  time  I  think  there  were  five  suppliers:   General  Electric, 
Westinghouse,  Allis  Chalmers.   I  don't  recall  who  the  other  two 
were,  but  I  think  there  were  five.   And  he  produced  a  tabulation 
for  me  covering  some  30  or  40  purchases  of  this  size  breaker, 
and  you  could  just  look  at  it  and  you  could  see  that  G.  E.  got 
the  biggest  share;  next  was  Westinghouse;  next  was  Allis,  next 
were  these  other  two,  and  it  was  just  about  in  proportion  to 
their  share  of  their  total  annual  business.   And  the  way  they 
jumped  around,  it  was  just  amazing;  almost  one  month  to  the 
next,  one  of  these  folks  could  be  low  bidder  the  first  month, 
and  high  bidder  the  next  month.   In  fact  on  some  transformers, 
we  had  Westinghouse  the  high  bidder  one  day  and  low  bidder  the 
next  day — the  same,  identical  transformers.   But  that  tabulation 
was  the  first  really,  I  thought,  firm  piece  of  evidence  that 
we  had  developed,  that  there  was  some  collusion,  and  I  sent 
that  to  Maher.   He  never  told  me,  and  I  don't  know,  whether 
that  was  at  all  useful  to  him  in  getting  somebody,  as  he  did, 
to  disclose  this  "phase  of  the  moon"  method  for  allocating 
business  between  the  manufacturers,  but  that  "phase  of  the  moon" 
deal  worked  out  just  about  the  proportions  that  existed  there. 

CRAWFORD:    Why  had  you  not  done  foreign  purchasing  before? 

FAHEY:       Well,  I  don't  know  because  I  started  my  campaign 
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just  very  shortly  after  I  got  into  TVA — or  got 
into  materials.   That  was  in  September  of  *52,  and  I  think  it 
was  in  October  of  '52  that  I  started  doing  some  talking  about  this 
thing,  and  it  was  '54  though  before  I  ever  got  the  go-ahead 
from  the  management. 

CRAWFORD:    Do  you  have  any  idea  how  much  this  saved  TVA  over  a 
period  of  time? 

FAHEY:       Well,  I  can't  tell  you  because  they  made  so  many 

purchases  since  I  left,  in  the  last  five  years,  but 
previous  to  my  leaving  down  there  we  could  account  for,  oh,  I 
don't  know,  50  or  60  million  dollars  of  savings;  and  that  was 
only  by  taking  the  low  domestic  bid  and  comparing  it  with  the 
foreign  price  that  we  paid.   It  didn't  tell  us  anything  about 
those  purchases  that  we  made  from  domestic  manufacturers,  where 
the  domestic  manufacturer  was  low  because  of  the  presence  of 
foreign  competition.   And  since  196  5  they've  made  a  tremendous 
number  of  purchases  in  Europe — power  transformers  from 
Sweden  and  from  the  English  and  from  the  Austrians,  and  power 
circuit  breakers  from  France,  and  insulators  in  France  and  in 
England  and  in  Japan;  and  breakers  in  Japan. 

CRAWFORD:    Did  TVA  purchasing  directors  before  you  feel  there 
was  some  sort  of  obligation  to  buy  in  this  country 
or  was  it  just  a  matter  of  habit? 
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FAHEY : 


That,  I  don't  know.   I  don't  know. 


CRAWFORD:    What  other  important  parts  of  your  work  as  purchasing 
director  should  we  include  in  this,  Mr.  Fahey? 

FAHEY:       I  don't  know.   Let's  see.   The  thing  that  I've  always 
counted  as  my  major  accomplishment  was  getting  TVA  to 
go  into  foreign  procurement.   I  think  that  I  made  a  substantial 
contribution  in  getting  the  purchasing  organization  and  the 
operating  people  to  find  ways  of  substituting  materials  or 
developing  new  sources,  although  that  hasn't  resulted  in  the 
same  savings  that  the  foreign  purchases  made.   I  was  always  rather 
proud  of  what  I  thought  was  the  improved  efficiency  of  the 
organization,  with  a  substantial  reduction  in  the  number  of 
people  we  had  around,  and  I  would  say  that  those  are  the  three 
things  that  I've  always  been  most  proud  of. 

CRAWFORD:    When  did  you  leave  TVA? 


FAHEY : 


I  think  the  official  date  was  August  31,  1965. 


CRAWFORD:    And  at  that  time  you  were  Director  of  the  Division 
of  Purchasing,  weren't  you? 


FAHEY : 


Yes,  sir. 


29 

CRAWFORD:    What  sort  of  staff  did  you  have,  and  who  did  you  pass 
the  position  on  to  then? 


FAHEY : 


Well,  what  do  you  mean  by  the  staff? 


CRAWFORD:    How  many  people  did  you  have  in  your  division? 

FAHEY:       Oh,  I  don't  know,  but  I  would  say  somewhere  on  the 

order  of  150.   And  Ray  Forshay  succeeded  me  as  Director 
He  had  previously  been  in  the  power  organization  and  had  been 
selected  by  the  management  as  my  successor,  and  had  been  over  there 
about  a  year  when  I  retired.   And  he  lived  about  three  years;  then 
died.  And  a  chap  by  the  name  of  James  Williams,  who  also  is  from 
the  power  organization,  was  brought  in  by  Forshay  shortly  after 
Forshay  took  over  as  Director;  he  has  now  succeeded  Forshay. 

CRAWFORD:    Do  you  have  any  other  parts  of  this  work  that  you  want 
to  go  over  at  this  time,  Mr.  Fahey? 


FAHEY : 


You  mean  for  discussion? 


CRAWFORD:    Yes,  sir,  your  TVA  career 


FAHEY 


No,  I  don't  think  so. 


CRAWFORD:    Thank  you  very  much,  sir. 
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